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INTRODUCTION 
REFORMING THE REAL PROPERTY TAX 



The real property tax is the single most important revenue source for state and local 
governments in the U.S. The purpose of this research brief is, first, to point out 
inequities in the taxing methods of many states and of political subdivisions within 
states and, second, to suggest possible remedies. Special emphasises placed on 
assessments against real property and their impact on tax revenues. 

The administration of the real property tax is a matter of special interest to anyone 
concerned v^ith school finance. Most local revenues for schools are raised through 
the property tax. Popular discontent with the property tax is caused to a great 
extent by poor administration of the tax, including unfair assessments and 
exemptions. This discontent adds to the difficulty school boards face in getting their 
budgets approved. 

The property tax has received increased attention since the August 1971 California 
State Supreme Court decision in Serrano vs. Priest. The court found that the U.S. 
Constitution is being violated by tax levies v/hich provide "wealthy" school districts 
with ample funds for their schools at a comparatively small outlay per taxpayer, 
while taxpayers in "poor" districts pay much higher taxes to provide much smaller 
sums. 

Neither Serrano nor the property tax cases which have followed have ruled the 
property tax itself unconstitutional. The problem lies in the systems which have 
developed over time for applying the tax. 



It is important to understand exactly what is meant by the terms ''wealthy'' and 
**poor" districts in relation to the property tax, '^Wealthy" districts are those which 
have a comparatively high assessed valuation (value of taxable real property) per 
pupil; *'poor" districts are those which have a low assessed valuation per pupil. 
**Wealthy" and '*poor" do not refer to, nor do they correlate with, family income. 
Large city school districts, for example, are generally ''wealthy'' (with a high 
assessed valuation per pupil)-while at the same time they have a high demand for 
services, which must be paid for out of property tax revenues. This limits the 
amount of money available for schools. 

Table A-1 (Appendix A) points out the ratio of total assessed valuation in the 
wealthiest and poorest districts in each state. It also illustrates the variation among 
states. The Table shows, for example, that in Kansas fho most wealthy district has an 
■assessed valuation per pupil 182.8 times greater than the poorest district. At the 
other end of the scale, the ratio per pupil in Hawaii is the same throughout the state 
due to state funding of education. 

Urged on by the federal courts and their own realization that such inequities are not 
acceptable, state legislators and tax experts, particularly those who specialize in 
school finance, are seeking reforms. Reliance on the local property tax— and its 
inept, inadequate and often unjust assessment and tax procedures^-produces 
disparities among school districts. The reformers are trying to devise nit-thods to 
reduce these disparities and the educational inequalities which apparently result 
from them. 

The question then is: What part should local property taxes play, if any, in state 
school revenue systems? 

Most political and educational leaders answer that the local property tax is 
fundamental and that it should continue to play a major role in school finance. See 
Table A-2 (Appendix A), But, if the tax is to remain as one of the foundations of 
school revenue, its administration must be reformed, 

A number of reforms were proposed ten years ago by the U,S, Advisory Commission 
on Intergovernmental Relations (ACIR), but they were not widely implemented. 



Kqualization of educational resources solves only part of the financo problem. 
Resources must be equalized in a fair and just manner. Assessments <;hould be 
uniform. Exemptions should be equitable. This research brief points out specific 
areas of property tax administration where reform is in order. It also brings together 
under one cover an interstate comparison of present conditions in the states. 

This paper will not deal with the reforms needed in the.assessment appeals process. 
The states should not overlook this vital area when they consider property tax 
reform. 

Definitions 

For tax purposes, property is divided in two categories: real aiid personal. Real 
property includes land and buildings. Personal property is any property other than 
real property. Personal property or "personalty" is usually divided into tangible and 
intangible categories. Tangible properties are physical pieces of material that have 
value; for example, jewelry and automobiles. Intangible properties are items such as 
stocks and bonds. 

Generally, property ^ax assessors deal only with real property. Assessors are, 
however, often involved in the assessment of such personal property as the rolling 
stock of railroads. In this brief, the term property tax, unless otherwise specified, 
refers to any property appraised and assessed by an assessor. 

Assessment is the process by which taxable property is appraised, assigned a value 
for tax purposes and listed on a tax rolL The assessor is the person who carries out 
the assessment function. An appraiser is a person who determines the value of 
property for an assessor. Sometimes an assessor is also an appraiser. 

An assessment ratio expresses the relationship between the market value of property 
and its assessed value (the value for tax purposes set by the assessor). 

In some states different kinds of property are assessed at varying ratios as required 
by law. Income-producing property, for example, may be assessed and taxed at a 
different rate than residential property. These systems are called classified property 
tax systemsr In many states different classes of properties are assessed at different 
levels even though there is no legal provision for this practice. 
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Limitations of This Brief 

The information for an important portion of this brief was obtained from a 1972 
survey by the Education Commission of the States (ECS). A questionnaire was sent 
to the chief st **e property tax administrator in each state (see Appendix K). All of 
the questionnaires were returned. Questions left unanswered or answered 
ambiguously were covere^ .n telephone interviews. 

Property tax laws are complex, and they are different in each state. Within each 
state there is an infinite number of local variations in the way the law.s are 
administered. It should be kept in mind that this brief is a general road map to 
conditions in the states. In some s^^^ies there are localities and jurisdictions where 
property tax assessm ,-it and administration are of high caliber. 



CHAPTER I 

THE PROPERTY TAX AS A SCHOOL REVENUE DEVICE 



Undoubtedly the property tax has been more bitterly denounced over the years than 
any other tax. A good share of the criticism can be attributed to the manner in 
which tlxe tax has been administered. Property taxes are cuso unpopuhir because they 
have been used to finance so many differen^ local services. In most states property 
taxes are collected once a year in a lump sum. This practice makes-thc financial 
impact of the tax on a property o\vner> pocketbook apparent and sometimes 
traumatic. 

Many have thought that the Serrano decision would signal the end of local property 
taxes, especially as they relate to the budgets of local school districLs. It is not 
realistic, however, to expect a wholesale abandonment of the tax. Most local 
government revenue in the United Slates is raised through the property tax. It would 
be difficult to replace these funds with funds from other sources. Furthermore, 
recent attempts to put constitutional restrictions o.n the use of the property tax have 
failed. In 1972, constitutional amendments were proposed in four states to prohibit 
oi narply restrict the extent to which state and local governments could rely on 
property taxes as a revenue .«;ource.-'- On November 7, 1972, the voters in California, 
Colorado, Oregon and Michigan decisively reji^cted these proposals. 

One factor in favor of taxing real property is that a reasonably diligent assessor can 
find it and, once found, it can be taxed to produce dependable and predictable 
amounts of revenue. For a state-by-state look at the amounts of revenue involved, 
see Appendix B. 

Jesse Burkhead's defense of the property tax is probably as .valid now as it was when 
the noted student of government finance wrote it in 1963: 

On the whole. . .the property tax is a ^ar better fiscal instrument 
than most of its critics have allowed There is every reason to 
believe that it will continue to hold its relative fiscal importance in 
state-local public finance structures. . . . Although the property 
tax has long been condemned by studi^nts of fiscal affairs, its 
recent behavior suggests that it would be better to strenpthen this 
levy than to plan for its eradication.^ 



The property tax also has the advantage of being able to get al accumulated wealth. 
Property wealth is often a good indicator of personal wealth. The ability to pay for 
property implies the power to liquidate and to borrow. A different sort of advantage 
comes from the fact that the property tax is very visible in comparison to the federal 
personal income tax which is withheld in a relatively painless manner from a 
taxpayer's paycheck. In a democracy it is desirable for an individual to know what it 
personally costs him to support the functions of government. Furthermore, the 
property tax is probably the fairest method of paying for government ser\ice.s that 
are property-related; for example, police and fire protection. 

If the state were to abandon Uie property tax or severely restrict its use, other 
revenue-raising sources would be required. It is difficult to predict whether other 
forirjs of taxation could be established and, for that matter, whether they could be 
administered any more equitably than the property tax. In the long run, it may be 
cheaper and less painful to overhaul the property tax system and to devise revenue 
allocations which meet the Serrano test. Possible alternatives for using property 
taxes to fund education are: 

1. District power equalizing: This would give each district equal tax-raising 
power, regardless of its total assessed valuation.? A given tax rate would 
enable any district to raise the funds needed to spend a given amount per 
pupil on schools. If Beverly Hills and Baldwin Park (the "wealthy" and 
"poor" districts made famous by the Serrano case) each charged $4.00 per 
hundred dollars assessed value, each could spend the same amount per pupil. 
The state would make up the difference in Baldwin Park— partly with the 
extra funds raised by Beverly Hills. If the rate in either district were higher 
or lower, it could spend proportionately more or less. 

2. Full-state funding, financed by a state-administered property tax: The state 
would take over property tax assessment and administration. It would divide 

. the re.venue among school districts according to a state formula. Eighteen 
states currently levy some form of a state property tax. Some other states 
are now prohibited by their constitutions from using a state property tax. 
See Figure 1. 
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3. A state-mandated uniform rate to be imponed by local districti; on properly 
for school purposes: Local districts could levy a rate determined by the 
state. The formula would take into account differences in assessment levels 
among the local districts. 

4. .4 reformed system of local property assessment administration coupled with 
state equalizing aid: Local assessment practices would be upgraded to make 
the tax fair. The remaining disparities among districts would be taken care of 
by state equalizing aid for ''poor*' school districts. 

5. Redraw school district boundaries to provide substantially equal property 
valuation per pupil: This would be administratively difficult because 
property values change continually. It would be politically difficult because 
of vested interests. 

No matter which of these alternatives is used, it is imperative that property taxes be 
administered fairly and efficiently. Reforms both in exemption policies and in the 
assessment of property can help achieve equity. 



CHAPTER II 
EXEMPTIONS 



The number of .partial and full exemptions written into law over the years is one 
reason why property taxes are often high in relation to other taxes. Many property 
tax exemptions in the states were adopted for the purpose of making the tax more 
equitable. 

A "circuit-breaker" system can be an effective alternative to traditional exemption 
policies in achieving equity. A ^'circuit-breaker" is a method of reducing the burden 
of property taxes for low and fixed-income taxpayers without deteriorating the 
property tax base. Exemptions, on the other hand, besides eroding the local tax 
base, also create inequities among those who quahfy for them. 



It seems quite possible that the new sources of revenue needed so 
desperately by some local authorities are not to be found in new 
taxes or increased state aid; rather they will be found in more 
equitable assessments and in restoring to the assessment rolls some 
of those categories of properties now subject to reduced levies or 
none at all. 

Mabel Newcomer, Tax Economist 



Tax Base Erosion 

Every time a property is exempted from the property tax rolls, the potential for 
raiding revenue is reduced and other properties must assume the burden. 
Approximately one third of the taxable property in the United States escapes 
taxation, according to a recent study ^ Once exemptions are written into 
constitutions or statutes, they often become permanent fixtures; they escape regular 
scrutiny by the legislature. Many exemptions are grants or subsidies designed to 
make the property tax less regressive. Because of these exemptions, localities with 
many low-income families and elderly persons on modest, fixed incomes may find 
themselves hard-pressed to finance the functions of local government. Figure 2 
shows which property tax exemptions are common in the states. (Besides the 
exemptions shown in Figure 2, most states exempt the property of church or 
charitable organizations without regard to whether they produce revenue or perhaps 
even compete with non-exempt property. )5 
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Major Types of Exemptions 

Four major exemptions are homestead exemptions, preferential agricultural 
assessments, exemptions of public property and exemptions of business personal 
property. 

The homestead exemption is a product of the depression years. Many farmers and 
ranchers were losing their lands at that time because they could not pay their 
property taxes. Most homestead exemptions allow a certain amount of real property 
value to go untaxed. To qualify for an exemption, a homestead usually has to be a 
certain minimum size and occupied by its owner. In some states, homestead 
exemptions were established to give tax relief to homeowners in general. Thirteen 
states have homestead exemption laws. 

A common practice in many states is to give preferential tax treatment to 
agricultural land. Such lands are often assessed on the basis of their agricultural value 
rather than their market value. Land- speculators can buy such property, maintain a 
meager farm or ranch and escape taxation at market value rates. The properties are 
later sold for development purposes. 

Nearly 40 percent of exempt property is public property, owned by governmental 
units or their agencies. This property usually receives the same benefits and services 
as non-exempt property. Government ownership of large amounts of real property 
can have a drastic effect on the local tax rolls. In 25 states, service-charge or 
payment-in-lieu-of-taxey arrangements are used to compenstate local governments 
for exempt state property (see Figure 3). 

Personal property is any property other than real estate. Business personal property 
or **personalty" includes: business inventories, rolling stock of railroads and truck 
lines, machinery, stocks and bonds. Forty-six states have laws exempting certain 
categories of business personalty (see Appendix C). 

Inequity and Overexemption 

The statutory provisions for applying exemptions can create inequities. Some state 
laws specify that a percentage of valuation can be exempted from taxes. Some laws 
make the exemption uniform throughout the state. But where the exemption 
percentage is merely permissive, the results can vary widely. 



ERIC 



10 



^ = 



Co o 

It 

C; 0) 
Si f 

1: w 

^ O 

K to 
O ^ 



o 

2 



E 



6 

CO 



.9 8 



^ £ V. 

to t: o 

5j ^ > 
^ ^ 
is o 0) 

CO ^£ 




C 



3 

O 



C 



2 c 

Q) CO 



" s S " 

_ i_ v_ 



2 <o 2 o o 

CO O CO U. Q- 
X (!) Q. U. t£ 



> TO 

CO 

m 

<^ 

E o 
P > 



CO 

^ O) 
05 



t! 

o "SS o 

CO -J U- 



ERIC 



11 



Other state laws define exemptions in dollar amounts. In these cases, the value of a 
partial exemption, when applied to a particular property varies according to the 
fraction (or percentage) of market value at which the property is assessed. ('Fhe 
practice of assessing at a fraction, or percentage, of market value is called fractional 
assessment. ) The higher the percentage (that is, the ratio of market value to assessed 
value), the lower .the value of the exemption. A partial exemption of $3,000, for 
example, is worth more when applied to a property assessed at 20 percent of market 
value than it is when it is applied .o property assessed at 30 percent. The actual 
value of an exemption is calculated by adjustLn&.fpr^^fractional assessment by 
dividing the statutory amount of the exemption by the assessment ratio. An 
exemption of $3,000 is equivalent to $15,000 exemption in a locality assessing at 20 
percent of market value; it would be equivalent to a $10,000 exemption in a 30 
percent locality. 



$3 000 

1 = $15,000— where property is assessed at 20 percent of 

.20 market value. 



$^>QQQ = $10,000— where property is assessed at 30 percent. 
.30 



The same example can be explained in another way. A $20,000 property assessed at 
30 percent would be listed for tax purposes at $6,000, A $20,000 property assessed 
at 20 percent would be listed at $4,000. Property A would pay taxes on $3,000; 
Property B, only on $1,000. While property A is freed of only 50 percent of its tax 
burden. Property B is freed of 75 percent. In such a case, the assessor, instead of the 
legislature, determines the actual value of the exemption when he assesses at a 
percentage of market value. Exemptions may therefore turn out to be worth more 
or less than intended by law. Laws designed lo give relief to certain income groups 
may in fact exempt those having the ability to pay- 



One way that the state can overcome the problems caused by varying assessment 
ratios is to adjust the assessed values of property before applying exemption 
formulas. State procedures for adjustment (called equalization) need to be 
evaluated, however, since many do not really accomplish the task. Another action 
the states might consider is the elimination of some exemptions altogether. 
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Exemptions are not always the best method of giving tax relief. After an extensive 
study of exemption policies, Alfred Balk, a writer on public affairs, made these 
recommendations to the states: 

1. Comprehensive and accurate exemption ^data should be regularly reviewed 
and published, 

2. Words like **charitable organizations'', should be clarified to plug up 
loopholes in-the4aw. 

3. Local governments should receive intergovernmental payments for tax 
revenue lost because of public ownership. 

4. Exempt organizations should pay direct charges for specific community 
services, 

5. States should reimburse local governments for mandated partial exemptions 
(homestead exemptions, for example). 

6. State and local tax officials should be more vigorous in seeking to .stop the 
spiraling exemption trend.^ 

Exemption reform might come sooner if either state legislators or average taxpayers 
knew just how many properties are exempt and how much these properties are 
worth. As Figure 4 shows, only 16 states require that exempt properties be assessed. 
Of these 16, only 13 publish reports on the tax values of the exempt properties. 
State legislatures are often as unaware of the exemption problem as is the general 
public. Since 1953, only 15 state legislatures have made a legislative analysis or 
report on the tax-exemption statutes in their states (see Table I). 

Tax Rebate and "Circuit-Breaker" Systems 

One of the major criticisms of the property tax is that it imposes a greater hardship 
on those v/ith less ability to pay; that is, on fixed-income elderly and low-income 
family homeowners and low-income renters. One approach (other than traditional 
exemptions) that several states have used to reduce the regressivity of the property 
tax i;5 the "circuit-breaker** system. The assumption is that taxes in excess of a 
per-set percentage of personal income are an overload. The overload is broken by 
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either tax credits (generally on the state income tax) or hy cash rehates from the 
state. Iowa reduces the tax hill for those determined hy the state to be eligible, I'he 
desirable features of the '^circuit-breaker" approach are: 

1. Tax relief is based on the ability to pay. 

2. Local government does not lose part of its tax base. 

3. A wide range of variation is available. 

4. The cost of tax relief would appear in state budgets for review by the 
legislature (the cost of conventional exemptions is seldom known). 

5. Renters can be included in the formula. 



TABLE I. Slates Wliieli Have Studied the General Struetiire of Tax-Exemption Statutes and 
Practiees Since lOo^. Few State Legislatures have studied exemption laws reeently. 



Reports Compiled Iloports Approved and Now in Pro uross"*^ 



Colorado 


in()6 


Miehiuan 


1 9()9 




Conneetieut 


19G7 


New Jersey 


1 909 




Florida 




North Dakota 


(prior (o 


1971) 


Hawaii 


10(51 


Vermont 


(informal 


-1970) 


Iowa 


19G0 


Wiseonsin 






Minnesota 


19()9 








New Jersey 


19G9 








Virjiuiia 


.1908 








Washinjiton 


1909 








Wyomini; 


1953-5.1 









Source— From pa^e 160 of the The I'rec List: Property Without 7«.V(Vs- by Alfred Balk» 1971 
by Rus.scll Sa^e Foundation, New York (used by permission) 

♦Since this table w;ls compiled. New York has done an exemption report. 



Fourteen states have decided to grant property tax relief through the 
"circuit-breaker" approach. Table II lists those states in order of the date they 
adopted this approach. Wisconsin was the first to adopt the system in 1964. The 
Advisory Commission on Intergovernmental Relations (ACIR) has devised a method 
of estimating the cost of a '^circuit-breaker" system in any state. The method 
estimates the cost of rebating all residential property taxes in excess of four 
different percentages of income (see Table III). 



15 



Summary 

Exemptions as presently administered in many states not only reduce the yield of 
taxes from property, ihey often make the tax burden inequitable. Assessment levels 
can change the value of many exemptions. The total tax value of exempt properties 
is not known in most states because such properties are not usually assessed. The 
"circuit-breaker" system, a new approach to tax relief, has many advantages over 
conventional exemptions. 
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CHAPTER 111 
ASSESSMENT 



Property tax assessment, as noted earlier, is the process by which real estate is 
appraised, assigned a value for tax purposes and listed on a tax roll. Assessment 
practices vary widely from state to state. Poor assessment practices lead to 
inequitable tax burdens for individual taxpayers. When people consider a tax unfair, 
the task of winning their support for the activities financed by that tax is made more 
difficult. Reform in assessment administration should be a top priority for state 
legislatures designing new educational finance systems. 

Assessment Quality 

A basic premise in American government is that equals should be treated equally. In 
property tax administration this means that the same classes of property should 
receive the same treatment from assessors. If a $25,000 three-bedroom home is 
assessed at 30 percent of market value, so should any similar home. The poor should 
not be assessed at a higher rate than the wealthy. 

Although most states set a certain percentage of market value as the legal rate of 
assessment, this standard is not necessarily met. Sales ratio; studies, discussed below, 
can help determine if an assessor is complying with the legal rate in a given 
jurisdiction. 

The average assessment ratio in each state is far below the legal standard. See Table 
D-1, (Appendix D). This would not be a critical factor if most of the properties in a 
district were assessed at the average ratio. Many properties are, however, assessed at 
much higher or lower ratios. An average assessment ratio of 30 pi^rcent could be 
made up of assessments which range from 10 percent of market value to 150 or 200 
percent. A recent study found one district with assessments ranging from 1.0 
percent to 550 percent of market value.' This range of assessment ratios can be 
measured by a coefficient of dispersion. This coefficient measures (in percent^es) 
the average departure of individual assessments from the median or middle level of 
assessment. Low coefficients denote more uniform assessment. A 20 percent or 
lower dispersion coefficient has been used by assessors as a rule-of-thumb for 
acceptable assessment. (It is possible to achieve five percent with modern computer 
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technology. If a state has a 20 percent or lower ooefficent, it does not therefore 
mean that property tax reform is not in order.) Twenty-six states had coefficients 
higher than 20 percent in 1966. See Table D-1 (Appendix D). While this seems to 
indicate poor assessment quality in over half the states, it should be noted that the 
coefficient of dispersion for the United States had dropped from 29.9 percent in 
1956 to 19.2 percent in 1966. The Bureau of the Census is now compiling statistics 
for 1972 which will be published in June 1973. 

Assessors 

Full time professional assessors have long been considered essential to good property 
tax administration.^ In states where assessors are elected, property tax 
administration can suffer from a lack of professionalism. Twenty-six states elect 
their local assessors. In nine other states, some assessors are elected while others are 
appointed. Two states have civil service appointed assessors (See Figure 5). 

The states can upgrade the quality of assessment by requiring that assessors meet 
certain standards. Only nine states require that their assessors be certified. Nineteen 
states try to upgrade the quality of assessments by requiring that assessors undergo 
training either before or after taking office. In 28 states, there are no state 
requirements that assessors be trained or that they be certified by the state or a 
professional organization. Figures 6 and 7 identify the states which require 
certification and training of assessors. 

Fragmentation of Assessment Jurisdictions 

Some states have so many assessing jurisdictions and assessors that it is impractical 
to have modem computer equipment in each jurisdiction. Small jurisdictions often 
cannot even afford to pay salaries required by professional assessors. Table D-2 
(Appendix D) relates the number of local assessing jurisdictions to population and to 
locally-assessed taxable properties. Only five states have recently consolidated small 
assessing jurisdictions. 

Assessment Maps 

The first requirement of a good assessment system is a complete 
set of tax maps. Maps are fundamental to the assessment of real 
estate; they help determine the location of taxable property, show 
the size and shape of each parcel of property and reveal its relation 
to the important features that affect value. Maps make it possible 
to discover and list all parcels of real estate in any taxing 
jurisdiction. Lack of maps can cause omissions, duplications, and 
errors in listing property ownership.^ 
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Tax maps are important ingredients of an assessment improvement program. 
Twenty-one states do not require the use of assessment maps. This does not 
necessarily mean that some localities in those states do not have mapping programs. 
Seven of the states that require the u.^o of maps have set minimum standards for 
those maps. See Figure 8. Aerial photography is a useful mapping technique which 
gives the assessor current information and which helps insure that all real properties 
are on the tax rolls. Many jurisdictions cannot afford the luxury of this technology. 

Uniform Assessment Manuals 

iMost states publish uniform assessment manuals which prescribe assessment methods 
and /ormulas to insure that all property is uniformly assessed. Thirteen states do not 
publish such manuals. Of those states publishing uniform manuals, 11 do not require 
the assessor to use the formulas and methods prescribed in the publication. See 
Figure 9. 

Assessment Ratio Studies 

The fact that sales ratio studies are needed is an admission that assessment ratios are 
not usually at legally required levels. Ratio studies compare the assessed value of the 
properties in a district to the sale prices of recently sold properties in the district. If 
the studies are to be reliable, careful statistical procedures must be followed. The 
recent sales used in an analysis must be statistically representative of the district 
understudy to make the results significant. 

Sales in some types of neighborhoods or among some classes of property are not 
frequent enough to provide the information needed for analysis. Neither farm lands 
nor industrial sites, for example, are sold often enough to provide a good sample. 
This is sometimes true also of residential areas. 

SaJes samples can be supplemented with independent appraisals to provide roughly 
adequate samples. Stratified studies, which sample different property classes and 
neighborhoods, are of greater value than studies which rely entirely on general 
samples. Few districts are equipped to assess complex properties and therefore 
cannot produce stratified studies. 

One tool an assessor can use to identify real property sales and selling prices is the 
information provided by a real estate transfer tax. The record of the transfer tax 
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payment may either list the actual selling price or require revenue stamps from 
which the price can easily be calculated. Not all the states which use this tax provide 
that the sale price itself be listed. See Table D-3 (Appendix D). Some states which 
have no transfer tax require tliat the selling price in a transfer of property be 
recorded with the county clerk. 

When sales ratio studies are used to equalize assessments and to calculate state aid 
formulas, it is important that they be as accurate as possible. When states subsidize 
localities with low assessed valuations, assessors may be under local pressure to keep 
assessed values down so that their localities will qualify for more aid. This would 
result in a smaller tax burden on the community. 

States which have no effective power to regulate local assessment practices face a 
problem in getting assessors to assess at a uniform ratio. Possible reforms include: 

1. Appointment of assessors on a merit basis. 

2. Establishment of strong state controls over local assessment administration. 

3. Imposition of a state tax rate inversely proportional to each locality's 
assessment ratio. 1^ 

4. Establishment of penalties for localities by cutting back on state aid when 
assessment ratios are too low. (This approach has the disadvantage of 
penalizing agencies of local government not responsible for assessment 
practices. Recent experience in Florida shows that the public may prefer to 
be penalized rather than have an increased assessment level.) 

5. A requirement that assessment ratio studies be published and available to the 
taxpayer. 

Figure 10 shows that nine states do not conduct ratio studies. Note that this does 
nof» mean that no jurisdictions within these states conduct such studies. 
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The Use of Electronic Data Processing Equipment 

Proper use of electronic data processing equipment could revolutionize property tax 
administration. Computers have been used in many localities.for quite some time in 
assisting the billing process as well as for data storage and retrieval. Computers can 
also be a valuable tool in conducting sales ratio studies, which assessors call "sales 
price/as.sessed value analyses." The machines are capable of handling very large 
amounts of information related to market value. They can process data on many 
more factors than is feasible without computers. Information generated in this way 
can be used not only as a measurement of assessment uniformity; it can also be used 
to test the quality of reappraisal work done by private firms. As in other areas of 
local government, however, available computers are under-used. In a 1971 survey of 
136 jurisdictions using computers, only half were found making **sales price/assessed 
value analyses."*^! 

A more recent development is the use of computers to assist in appraisals through a 
technique called multiple regression analysis. In this technique, a computer processes 
information on a large number of the factors which affect the .selling price of 
property. The computer analyzes the changing information on the.se factors and 
produces an estimated selling price for any particular property. By using this 
technique, the bias of an assessor in determining property values can be greatly 
reduced. The technique also saves countless hours. In California, computerized 
assessment of single-family homes has produced coefficients of dispersion half as 
small as the nation's most accurate asses.sors have been able to achieve. Ninety 
percent of all computerized assessments are within five to ten percent of market 
value.l2 Nationally, out of 60 jurisdictions considered to have the potential for this 
technique, only eight are using it in assessment administration. 

The information generated by computers is only as reliable as the data put into the 
system. For local assessment officers to take advantage of the technology, they need 
both the equipment and trained personnel. In many jurisdictions, however the 
computer must be shared with other departments of government The as.sessor 
generally has the lowest priority. States could play an important role in this area by 
providing technical and financial assistance, and by promoting the exchange of 
successful computer programs among localities and among the states. But few states 
offer financial assistance to local assessment units for this purpose. Information on 
how best to utilize electronic data processing equipment in assessment 
administration is limited. States could promote more research in this area. 
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The State Role in Assessment Supervision 

To insure <jquitable tax treatment and uniform assessment in all jurisdictions of a 
state, effective state supervision is needed. An effective state agency >uld not only 
have the legal power to exercise control, it should also provide assistance, including 
training, to local jurisdictions. One useful area for assistance would be to have state 
assessors appraise and assess complex industrial properties. Local assessors do not 
have the expertise to appraise these properties accurately. 

Actually, assessment quality could be greatly improved if the states would enforce 
their existing property tax laws more effectively. Often, however political pressure 
prevents state administrators and elected officials from enforcing these laws. 

The states should give more he local jurisdictions to upgrade poor practices and 
low salaries. Only 15 states reported to ECS that they could give financial aid to 
local jurisdictions (see Figure 11). 

To achieve uniform assessment, state supervisory agencies must have the authority 
to audit assessors and to discipline those who do not measure up to state standards. 
A state agency has no way of knowing the performance of local assessors if there is 
no mandatory standard reporting systenri. Only 14 states lack the power to order 
reassessments or to discover and ^ ^'vse to be assessed property omitted from local 
assessment (see Figure 12). 

State Uses of Assessed Valuation 

Assessed vc!ue is the value assessors place on property for tax purposes. In most 
states there are laws that require that these figures be used for other purposes. 



Assessed values should be used only as a base for property taxes; 
constitutional and statutory requirements that they be used for 
other purposes suould be abolished. 

James A. Maxwell, Brookings Institution 



Locally assessed valuations have long been used as a basis for limiting local debt 
and local tax rates. When assessments are used in this way, localities which assess at a 
low ratio are limited more ^ y the provision than jurisdictions assessing at a high 
ratio. Fifteen states base school-debt limitations on local assessed valuation. See 
Table D-4 (Appendix D). Some states distribute aid to local governments in inverse 
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proportion to their assessed valuations presumably to equalize resources. This 
practice encourages competitive underassessment distorting the picture of local 
taxing effort. As states assume more of the costs of running the local schools it 
becomes more important that educational revenue be allocated on a basis other than 
local assessed value. If the level of assessment in a locality drops substantially luhile 
tax and debt limits remain the same, the assessor has in effect reduced total 
borrowing and taxing power by the amount of the assessment drop. 

If local property values are to remain in tax-rate and debt limitation formulas, and if 
they are to be used as a basis for equalizing resource disparities, the states should 
consider a wholesale overhaul of local assessment practices. The power of the 
assessor to set borrowing and taxing limits should be eliminated. One way the states 
could achieve this would be to base limits on an equalized valuation (adjusted for 
different levels of iisses^ment). Figure 13 shows which states use ratio studies to 
adjust assessment levels in determining state school aid. Another alternative is to 
base debt limitations on a certain percentage of all taxes levied in a jurisdiction 
during the previous two to five years. Under this method, debt limits could grow in 
proportion to increases in tax revenues. 

Summary of Assessment 

This chapter has shown that assessment practices are inadequate. Figure 14 
summarizes the information presented in Figures 5 through 13. Each of the 
problems 'scussed is within the power of state legislatures to rectify. 'States should 
consider studying the systems used in New York, Maryland, California and Arizona, 
as well as the problems these states have encountered. They are among the states 
that have taken steps in recent years to improve assessment quality. While 
improvement programs are underway in a number of states, all states could profit by 
sharing their experiences with each other. 
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CONCLUSION 



School revenue systems in the states suffer because of poorly drawn laws, 
inadequate laws and antiquated laws dealing with real property taxation. They have 
also suffered because of the manner in which the laws are administered. 

Exemptions have eroded tax bases, thus requiring higher rates to be levied on 
non-exempt property. Some exemptions become worth more than intended by law 
because of differences in assessment levels. Most states do not assess exempt 
property and hence the potential tax value of exemptions is not known. 

Few states require local assessors to use the basic tools which would promote 
uniformity in assessment levels. Among those tools are tax maps and assessment 
manuals. State supervision of local practices is generally of low quality because most 
states have not assumed the power to order reassessment. Many states do not 
conduct ratio studies to check on the quality of assessments. The states have not 
been granting financial aid to upgrade local practices. 

With the installation of computer equipment in local jurisdictions improvement in 
assessment uniformity can be expected. More research into computer application for 
property tax assessment is needed. There is also a need for research on the methods 
and techniques used in property appraisal and assessment. Little is known about the 
effects of various methods on assessment quality and uniformity. Nor, is much 
known about the difference in the performance of politically appointed assessors 
and elected or merit-system assessors. 

A word of caution is appropriate as states undertake to reform and upgrade property 
tax and assessment administration. Several states have enacted assessment reform 
laws. The appearance of these laws on the books is not going to make much 
difference unless two things happen simultaneously. Legislatures must appropriate 
funds to implement the reform programs. It would be useless to require tax maps, 
for example, without funding a mapping program. Likewise, reform will not take 
place unless legislatures make certain that their laws are being enforced at the local 
level. Part of the enforcement can come from an effective state property tax agency. 
In addition, a legislative audit of the reform program should be made at least 
annually. 
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NOTES 



^ State School Finance and Tax-Related Constitutional Amendments, Research Brief No. 2 

(Denver: Education Commission of the States, September 20, 1972). 
^ Jesse Burkliead, State and Local Taxes for Public Education (Syracuse, N.Y.: Syracuse University 

Press, 1963), pp. 70, 105. 
^For an extensive discussion of **po\ver equalizing" see John E. Coons, William H. Clune III, and 

Stephen D. Sugarnian, /^r/Vi//t' Wealth and Public Education (Cambridge, Massachusetts: 

Belknap Press of Harvard University, 1970), pp. 201-242. 
Alfred Balk, The Free List: Property Without Taxes (New York: The Russell Sage Foundation, 

1971), pp. 10-19. 
^Balk, The Free List, pp. 24-55. 
^Balk, The Free List, pp. 127-145. 

"^A Study of Louisiana Ad Valorem Tax and Property Tax Relief Fund (Baton Rouge, Louisiana: 

Gulf South Research Institute, August 1 7, 1972), p. 30. 
^Assessment Principles, Final Report of the Committee on Principles of Assessment Practice 

(Chicago: National Association of Assessing Officers, 1938), p. 19. 
^Committee on Minimum Assessment Standards, Report on Minimum Assessment Standards, 

(Chicago: International Association of Assessing Officers, 1963), pp! 2-3. 
Ronald B. Welch, Assistant Executive Secretary, Property Taxes, California State Board of 

Equalization^ at the 40th Annual Meeting of the National Association of Tax 

Administrators^ St. Paul, Minnesota, June 15, 1972. 
' ' International Association of Assessing Officers (lAAO), "Computer Usage in Assessing Offices,'' 

March 1972, pp. 3-4. For an extensive bibliography of computer use in assessment 

administration see: Bibliography: Computer Analysis of Real Estate (Chicago: lAAO, 

February, 1972), 

'^Ronald B. Welch, "Property Taxation: Policy Potentials and Probabilities," in Arthur D. Lynn 
(ed.) The Property Tax and Its Administration (Madison: University of Wisconsin, 1969). 
* ^International Association of Assessing Officers, "Computer Usage in Assessing Offices," pp. 3-4. 
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APPENDIX A 



This appendix is referred to in the Introduction. Table A-1 shows, for each state, the 
ratio of assessed valuation per pupil in the most "wealthy" school district to that of 
the '"poorest" school district. Table II presents the results of an opinion poll among 
state educational and political leaders concerning the desirability of the property tax 
as a school revenue device. A majority of the respondents favored retention of local 
property taxes as one educational revenue source. 
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TABLE A-1. Ratio of Assessed Valuation Per Pupil in School District 
with Largest Valuation Per Pupil to That in District' With Smallest 



Valuation Per Pupil for Each State, 1968-69. 



AXcll/cluUi 


H • j/ i 


AT £3 clr£3 


1 Q /I 


Arizona 


22 2/1 


Arkansas 


in 7/1 


California 


24,6/1 


Colorado* 


11.4/1 


Connecticut 


5.7/1 


Delaware 


5 5/1 


Florida 


9 3/1 


Ge gia 


4 7/1 


Hawaii 


1/ 


Idaho* 


3.0/1 


Illinois* 


20. 1/1 


Indiana 


17 4/1 


Iowa 


5.2/1 


Kansas 


18? 8/1 


Kentucky 


8 6/1 


Louisiana 


13.5/1 


Ma ine 


11 2/1 


Maryland 


9 R/7 
Z . 0/ 1 


M;j r*Ht!c<a ^ ^ c 


iO. 4/ 1 


M"f f^hi o^JTi 


OA A / 1 

oO. O/I 


Minnesota 


^ 9/1 


Mississippi 


5.2/1 


Missouri 


29.6/1 


Montana 


3.1/1 


Nebraska 


19.0/1 


Nevada 


4.0/1 


New Hampshire 


4.5/1 


New Jersey 


10.5/1 


New Mexico 


21.4/1 


New York 


84.2/1 


North Carolina 


3.2/1 


North Dakota* 


1.7/1 


Ohio 


10.7/1 


Oklahoma 


22.4/1 


Oregon 


5.3/1 


Pennsylvania 


10.5/1 


Rhode Island 


2.2/1 


South Carolina 


8.8/1 
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TABLE A-1 " Continued 



South Dakota 9.7/1 

Tennessee 9.5/1 

Texas* 45.1/1 

Utah 8.6/1 

Vermont 3.3/1 

Virginia 6.8/1 

Washington 12.5/1 

West Virginia 3.6/1 

Wisconsin 77.9/1 

Wyoming* 6.1/1 



^Locally assessed valuation is used for these 
States. Otherwise, equalized assessed valuation 
is used. 

Jl^/Property tax revenues not used to support 
education in Hawaii. 

Source: President's Commission on School 
Finance, Review of Exist-ing>-State School Finance 
Programs , Vol. II, 1972. 
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TABLE Opinions of Educational and Political Leaders on 



the Use of the Property Tax in Financing, Education, 1971 



Question //L7: To equalize school resources and local tax rates among 
school districts within a state, the local school property tax should 
be abolished and all school tax income should be derived from state 
and federal sources. (Disagree) 









Percent 






-RESPONSES BY REGION 


No. 


A 


D 


U 


N.R. 






23 


68 


7 


2 






17 


67 


16 


0 






18 


77 


5 


0 






12 


81 


7 


0 






15 


74 


11 


0 






15 


59 


22 


4 






19 


59 


19 


3 






29 


53 


12 


6 



RESPONSES BY POSITION 







15 


76 


3 


6 






20 


67 


11 


2 






7 


86 


7 


0 


Pres. State Assoc. of Sch. Admin... 




28 


50 


22 


0 


Pres. State Assoc. of Sch. Boards.. 




14 


76 


10 


0 


State School Board Member (NASBE) . . 




16 


79 


5 


0 






17 


62 


21 


0 


Pres. State Teachers' Assoc. (NEA) . 


...36 


17 


77 


3 


3 






14 


50 


36 


0 






18 


70 


11 


1 



Question //L8a: To make school resources more nearly equal and. at 
the same time, preserve the fiscal basis for local conSol, th^ tocal 
school property tax should be retained to n;,v n..^ ... !.:!!^. 
programs required by the state. (Yes) 

RESPONSES BY REGION 

New England 

Middle Atlantic 52 

Great Lakes 

Southeast * 

Plains !!!!!!!!!!! 

Southwest * * 

Mountain * * * 

Far West 

RESPONSES BY POSITION 



3tate Legislator 

Chief State School Of ficer i 
Pres. State Assoc. of Sch. Admin!! 
Pres. State Assoc. of Sch. Boards. 
State School Board Member (NASBE). 
P.T.A. Representative 



pay part 


of 


the cost 


of 


No. 




Percent 




Yes 


No 


N.R. 


40 


62 


28 


10 


52 


61 


27 


12 


39 


74 


21 


5 


85 


71 


20 


9 


55 


80 


20 


0 


27 


52 


48 


0 


36 


61 


39 


0 


34 


32 


62 


6 



TOTAL RESPONSES. 



. 33 


67 


27 


6 


. 86 


72 


23 


5 


. 41 


73 


20 


7 


46 


48 


48 


4 


29 


76 


21 


3 


43^ 


63 


35 


2 


40 


60 


37 


3 


36 


56 


33 


11 


14 


57 


14 


29 


368 


64 


30 


6 



Note: A = Agree 

D = Disagree 

U = Undecided 42 
N.R.« No Responses 



Question //L8b: To make school resources more nearly equal and, at the 
same time^ preserve the fiscal basis for local control, the local school 
property tax should be retained to finance local supplementary programs. (Yes) 

Percent 



RESPONSES 3Y REGION 


No. 


Yes 


No 


N.R. 




. AO 


70 


25 


5 






69 


15 


16 






90 


3 


7 




85 


75 


12 


13 


Plains ••••••••• 


55 


91 


9 


0 




27 


89 


11 


0, 




. 36 


86 


8 


6 




34 


73 


15 


12 


RESPONSES BY POSITION 














79 


12 


9 






79 


13 


8 




. Al 


83 


7 


10 




. A6 


87 


9 


A 


Pres. State Assoc. of Sch. Boards. 


, 29 


83 


lA 


3 


State School Board Member (NASBE)...< 




8A 


11 


5 






70 


18 


12 


Pres. State Teachers' Assoc, (NEA) , ♦ 


. 36 


78 


lA 


8 




. lA 


6A 


lA 


22 



TOTAL RESPONSES 368 80 12 8 



Question //L8c: To, make school resources more nearly equal and, at the 
same time, preserve the fiscal basis for local control, the local school 
property tax should be retained to finance school building programs. (Yes) 

Percent 

RESPONSES BY REGION 

New England 

Middle Atlantic 

Great Lakes 



Far West 

RESPONSES BY POSITION 

State Governor 

State Legif/lator 

Chief State School Officer 

Pres. Staf.e Assoc. of Sch. Admin.. 
Pres. State Assoc. of Sch. Boards. 
State School Board Member (NASBE) . 

P.T.A. Representative 

Pres. State Teachers' Assoc. (NEA) . . . . 
Federal Official 

TOTAL RESPONSES 

Note: N.R. « No Response 

Source: As part of a report to the Presider-t's Commission on School Finance, the 
Education Commission of the States conducted a national survey on the opinions of 
informed and concerned political and educational leaders in thr. area of inter- 
governmental relations and the governance of education. The preceding four 
questions and responses are taken from that survey published in Russell B. 
Vlaanderen and Erick L. Lindman, Intergovernmental Relations and the Governance 
of Education, (Washington, D.C., The President's Commission on School Finance. 
October 29, 1971), appendix A. 
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No. 


Yes 


No 


N.R 


. AO 


28 


65 


7 


. 52 


39 


AA 


17 


. 39 


82 


18 


0 


. 85 


70 


15 


15 


. 55 


85 


11 


A 


. 27 


81 


19 


0 


. 36 


72 


20 


8 


. 3A 


A7 


35 


18 


. 33 


70 


18 


12 


. 86 


6A 


2A 


12 


. Al 


56 


27 


17 


> A6 


65 


35 


0 


29 


76 


17 


7 


A3 


72 


23 


5 


AO 


53 


35 


12 


36 


61 


31 


8 


lA 


A3 


36 


21 


368 


63 


27 


10 



APPENDIX B 



Tables B-1, B-2 and B-3 illustrate the amount of revenue currently being produced in 
the states by property taxes. Table 84 gives the percentage of local property taxes 
going to support schools. Tablej B-5 and B-6 compare the relative burden of the 
property tax in the states by using two different measures. 

Table B-5 uses the average effective rate, the percent of market value which a 
property owner actually pays in taxes. For example, if a property owner p^ys $300 
a year on a property which is assessed at $15,000 and taxed at a rate of 2 percent 
(or 20 mills) in a locality assessing at 50 percent of market value, his effective tax 
rate on a $30,000 property is $300 divided by $30,000, or 1 percent. Table B-6 
compares residential property tax collections with total state personal income. 
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TABLE B-1 

Property Tnx as a Pcrc c: ttaKC of Total 
State-Local Taxes > Raur.ini. h" 5catc> 1970 
Property taxes account for norirly UOZ of 
our state and local taxes. 



UNITED STATES 39.2 

1* New Hampshire 62.3 

2. South Dakota 55.0 

3* Montana 54.3 

4. New Jersey 54.1 

5* Nebraska 52.6 

6. Kansas 51.2 

7. Massachusetts 50.3 

8. Connecticut 49.2 

9- Iowa 48.9 

10. Wyoming 47.5 

11. Oregon 47.2 

Ohio 47.2 

13. Indiana 47.0 

14. California 46.9 

15. North Dakota 46.6 

16. Maine 45.7 

17. Wisconsin 43.4 

18. Colorado 42.7 

19. Illinois 41.2 

20. Rhode Island 40.5 

Texas 40.5 

22. Michigan 40.3 

23. Missouri 40.1 

24. Arizona 38.9 

25. Minnesota 38.7 

26. New York 36.4 

Idaho 36.4 

28. Utah 36.0 

29. Washington 35.1 

30. Vermont 34.9 

31. Nevada 34.4 

32. Florida 34.0 

33. Maryland 32.4 

34. Georgia 30.5 

Oklahoma 30.5 

36. Pennsylvania 29.5 

37. Virginia 28.3 

38. Tennessee 27.5 

39. Arkansas 25.8 

40. North Carolina 25.3 

41. Alaska 24.2 

42. Mississippi 24.1 

43. West Virginia 23.3 

44. Kentucky 22.9 

45. New Mexico 22.7 

46. South Carolina 22.4 

47* Louisiana 19.8 

48. Delaware 18.6 

49. Hawaii , 17.2 

50. Alabama 15.2 



Source — ECS ranking frora ACIR data in an 
unpublished report dated August 31, 1971 
by permission. 
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TABLE B«2 

Percentage of Statc-Locil G e neral Revenue 
from Prop e r tv Taxes, Rar.kint", ty State, 1970 
Revenue fron: sources other than taxation such 
as federal axa rcauce cue aepencency on 



property taxes, 

UNITED STATES * 26.1 

1. New Hampshire 41.6 

2. New Jersey 40.1 

3. Massachusetts 37.0 

4. Connecticut 36. 7 

5. Nebraska 34.0 

6. South Dakota 33.6 

7. Iowa 33.5 

8. Kansas 33.3 

9. Indiana 31.9 

Maine 31.9 

11. Wisconsin 31.8 

12. Montana 31.7 

13. Ohio 31.4 

14. California 30.7 

15. Illinois 30.5 

16. Oregon 28.3 

17. Michigan 27.5 

18. Rhode Island 27.4 

19. Colorado 26.8 

20. New York 26.7 

21^ Missouri 26.2 

22. North Dakota 25.8 

23. Texas 25.2 

24. Minnesota 25.1 

25. Arizona 25.0 

26. Maryland 23.1 

27. Wyoming 23.0 

28. Vermont 22.8 

29. Florida 22.4 

Idaho 22.4 

31. Washington 22.1 

32. Pennsylvania 21.1 

33. Nevada 20.9 

34. Utah 20.8 

35. Virginia 18.7 

36. Georgia 18.2 

37. North Carolina 16.7 

38. Oklahoma 16.2 

Tennessee 16.2 

40. Arkansas 14.3 

41. South Caroline 14.1 

42. Mississippi 13.7 

43. Kentucky 13.5 

44. West Virginia 13.3 

45. Delaware 12.1 

46. New Mexico 11.3 

47. Louisiana 11.2 

48. Hawaii 11.1 

49. Alabama 7.9 

50. Alaska 2.4 



Source — Ranking by ECS from data found in AICR, 
State Local Kcvenue Sysiens and Educational 
Finance (Washington, D.C.: Vhe President's 
Commission on School Finance, Kovenber 12,1971)t~ 
Appendi;: D, Table 9, 



TABLE B-3 
Per Capita 
Property Tax Collections, 
Ranking by State, 1970 



UNITED STATES $168 

1. California 262 

2* Massachusetts 230 

3. New Jersey 242 

4. Connecticut 238 

5- New York 237 

6. Wisconsin 221 

I . South Dakota 219 

8. Montana 216 

9. Iowa 213 

10. Nebraska 209 

II. New Hampshire 207 

12. Wyoning 206 

13. Kansas 202 

14. Illinois 201 

15. Oregon 189 

16. Michigan 184 

17. Colorado 179 

18. Nevada . . . • 178 

19. North Dakota 175 

20- ^xaine 17^ 

21. Minnesota \ 171 

22. Indiana 168 

23. Arizona 166 

24. Rhode Island 165 

25. Vermont 164 

26. Ohio 162 

27. Maryland 156 

28. Washington 155 

29- Missouri 137 

30. Utah 135 

31. Texas 128 

32. Idaho 127 

33. Pennsylvania 119 

34. Florida 118 

35. Alaska 102 

36. Hawaii 98 

37. Virginia 96 

38. Georgia 95 

39. Oklahoma 93 

40. Delaware 84 

41. New Mexico 81 

42. North Carolina 79 

43. Tennessee 77 

44. Mississippi 71 

45. West Virginia 70 

46. Kentucky 69 

47. Louisiana 65 

Arkansas 65 

49. South Carolina 61 

50. Alabama 39 



Source — KCS ranking from ACIR data in an 
unpublished report dated August 31, 1971 
by perraission. 



TABLE B-4 
Estimated Local Property Taxes for 
Schools As a Percentage of 
Total Local Property Taxes, 
Ranking by State, 1970 



UNITED STATES 51.7 

1. Kentucky 74.5 

2. Ohio 71.5 

3. Minnesota 71.4 

4. Wyoming 70.7 

5. Indiana 70.5 

6. Oregon 68.7 

7. Arkansas 67.3 

8. Arizona 63.7 

9. South Caroliiia 63.4 

Washington 63 . 4 

11. Oklahoma 63.1 

12. Maryland 63.0 

13. Missouri 62.3 

14. Michigan » 62.0 

15. South Dakota 61.5 

16. Georgia 61.3 

17. West Virginia 60.1 

18. Pennsylvania 58.1 

19. Colorado 55.7 

20. Kansas 55.6 

21. New Hampshire 55.4 

22. Nebraska 54.9 

23. New Jersey 54.8 

24. Illinois 53.2 

25. Iowa 51.9 

26. Idaho 51.7 

27. Virginia 51.2 

28. Delaware 50.5 

29. California 49.8 

30. Montana 49.7 

31. Wisconsin 49.6 

32. Utah 49.5 

33. Rhode Island 46.6 

34. Texas 46.4 

35. Connecticut 44.8 

36. New York 44.8 

37. Tennessee 44.7 

38. Nevada 43.8 

39. North Dakota 43.6 

40. Florida 42.8 

41. New Mexico 40,4 

42. Massachusetts 39.0 

43. Alabama 38.8 

44. Vermont 38.7 

45. Maine 38.0 

46. Louisiana 37.0 

47% Mississippi 33.9 

48. North Carolina 26.4 

49. Alaska 25.5 

50. Hawaii 

Soi;rcc— KCS tanking from data found in ACIR, 
S^ tatc.-I.oca.l Rf; v -^M c Sysccn^s ar.d Educational 
lirtnnce (IJasir r., U.C. : The Treyidcnc's 



Commission on ^ ool Finance, Kovenber 12, 
1971). Table C-1. 



TABLE B-5 
Average Effective Property Tax Rate 
(expressed as a Percent of Market 
Value) on Residential Property: 
Single-Family Homes with FHi\ Insured 
Mortgages, Ranking by State, 1971 



UNITED STATES 1.98 

1. Nebraska 3.15 

2. New Hampshire 3.14 

3. Massachusetts 3.13 

4. New Jersey 3.01 

Wisconsin < 3.01 

6. New York 2.72 

7. South Dakota -. 2.71 

8. Iowa 2.63 

9. Vermont 2.53 

10. California 2.48 

11. Colorado 2.45 

12. Maine 2.43 

13. Connecticut 2.38 

14. Oregon 2.33 

15. Maryland 2.24 

16i Rhode Island 2.21 

17. Montana 2.19 

18. Kansas 2.17 

19. Pennsylvania 2.16 

20. Illinois 2.15 

21. North Dakota 2.08 

22. Minnesota 1_2.05 

23. Michigan ~2702 

24. Indiana 1.96 

25. Texas 1.91 

26. Missouri 1.79 

27. Idaho 1.72 

28. New Mexico 1.70 

29. Arizona 1.65 

30. Washington" 1.62 

31. Alaska 1.61 

32. North Carolina 1.58 

33. Tennessee 1.53 

34. Utah 1.49 

35. Nevada 1.48 

36. Ohio 1.47 

37. Georgia 1.44 

38. Florida 1.41 

39. Wyoming 1.38 

40. Oklahoma 1.13 

41. Virginia 1.32 

42. Kentucky 1.27 

43. Delaware 1.26 

44. Arkansas 1.14 

45. Mississippi 0.96 

46. South Carolina 0.94 

47. Hawaii 0.92 

48. Alabama 0.85 

49. West Virginia 0.69 

50. Louisiana 0.56 



Source: Rankings by ECS from 
data found in an impubUshcd 
ACfR report dated August 1972 
by permi.ssi.oiu 



TABLE B-6 

Residential Property Tax Collections 
as a Percent of State Personal Income, 
Ranking by State, 1970 



UNITED STATES 2.13 

1. New Hampshire 3.68 

2. Massachusetts 3.56 

3. New Jersey 3.53 

4. Connecticut 3.23 

5. California 3.03 

6. New York 2.98 

7. Wisconsin 2.80 

8. Maine 2.63 

9. Oregon 2.44 

10. Vermont 2.39 

11. South Dakota 2.37 

12. Rhode Island 2.32 

13. Colorado 2.28 

14. Illinois 2.20 

15. Maryla^^ 2.17 

Minnesota 2.17 

17. Pennsylvania 2.15 

18. Michigan 2.11 

. 19. Nebraska 1.92 

20. Iowa 1.86 

21. Florida 1.72 

22. Missouri 1.71 

Arizona 1.71 

24. Ohio 1.69 

25. Indiana 1.65 

26. Kansas 1.55 

27. Tennessee 1.47 

28". Nevada 1.41 

29. Delaware 1.38 

Utah 1.38 

Virginia 1.38 

32. Washington 1.36 

Hawaii 1.36 

Alaska 1.36 

35. Montana \1.28 

Texas 1.28 

37. North Dakota 1.19 

38. Georgia 1.07 

39. Idaho 1.00 

40. North Carolina 0.99 

41. Oklahoma 0.95 

42. Kentucky 0.90 

43. West Virginia 0.84 

44. Wyoming 0.76 

45. Arkansas 0.73 

46. New Mexico 0.63 

47. Alabama 0.50 

48. Mississippi 0.47 

49. South Carolina 0.38 

50. Louisiana 0.27 



Source: Rankings by liCS from 
data found in an unpublished 
ACIK report dated August 1972 
by pernussLon^ 



APPENDIX C 



Appendix C presents state-by-state information on business personal property 
exempted from taxation. The tables supplement Chapter II, Exemptions. 
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APPENDIX D 



Appendix D supplements C) .er III, **Assessment," Table D-1 presents information 
on the variation in the ratio of assessed value to market value. Table D-2 gives 
number of assessors and the types of local governments having assessors. 
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TABLE D-3. State and Local Real Estate Transfer Taxes, January 1, 1972. 
Real estate transfer taxes provide useful information for sales ratio 
studies. 

X - denotes "Yes"; denotes "No"; S - "State Agency"; L - "Local Assessor 

or Similar Local Official". 



State and government Use of 
Imposing stamps 



Alabama (State) 

Arizona (State) 

Arkansas (State) X 

California (local) 

Colorado (State) X 

Connecticut (State) X 

Delaware (State and X 
local) 

Florida (State) X 

Surtax on transfer of X 
real estate. 



Georgia (State) 
Hawaii (State) 
Illinois (State 
Indiana (State 
Iowa (State) 



X 
X 
X 
X 



Kentucky (State) 
Maine (State) 
Maryland (State and 

local)3 
Additional State tax 
Massachusetts (State) 

Michigan (State) 
^ Minnesota (State) 
Nebraska (State) 
Nevada (State) 
New Hampshire (State) 

New Jersey (State) 
New York (State and local) 
State 
Local 

North Carolina (State) 

Ohio (local) 
Oklahoma (State) 
Pennsylvania (State and 
local)^ 



X 

X 



X 
X 
X 
X 
X 



X 



X 
X 



Provision for 
recording full 
sales price 



Provision for 
automatically 
transmitting 
sales price 
information 



X 
X 



S,L 



S 
S,L 



S,L 
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TABLK D-3 - 



Continued 



State and government Use of 
imposing stamps 



Provision for 
recording full 
sales price 



Provision for 
automatically 
transmitting 
sales price 
information 



Khode Island (State) X X 

South Carolina (State and local) 
State X ^ X 

County X 

South Dakota (State) X 

Tennessee (State) — 

Vermont (State) X 

Virginia (State and local) 

State and localS 

State 

Washington (State and X X 
local)6 

West Virginia (State and local) 

State X X 

County X 

Wisconsin (State) X 



S,L 



Counties or a city and a county are authorized to impose a tax 
on real estate transfer. Cities within a county which has already 
imposed the tax may levy a tax of h the rate with a credit being 
given against the county tax for the city tax. 

The tax is applicable only to corporations subject to gross 
income tax. 

<* 

^The city of Baltimore and specified counties are authorized to 
supplement the State tax, at rates ranging froiv: ^1.10/$500 to Ih per- 
cent of the actual consideration paid. 

^Local governments are authorized to impose a real estate transfer 
. . up to 1% and about 1,850, including more than 1,000 school districts, 
have done so. 

Scounties and cities levy a tax of 1/3 the State recordation tax 
(5C/$100). 

^Counties are authorized to levy a 1% real estate tax; all 39 
counties have done so. 

Source: ACIR staff compilation based on Commerce Clearing 
House State Tax Reporter; and U.S. Bureau of the Census, Governments 
Division. 
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TABLE D-4. State Constitutional and Statutory Limitation s on School District 
Power to Issue General Obligation Long-Term Debt, Based on Assessed Valuations , 
1971 . 

In some states the assessor can limit school debt. 

EAV - Equalized Assessed Valuation LAV - Local Assessed Valuation 
MV - Market Value C - Constitutional S - Statutory 



State 



Arizona 



Arkansas 



California 



Georgia 

Illinois 

Indiana 

Iowa 

Kansas 



Rate Limit 
Citation Percent Applied 

against 

C 4^ EAV 



C 

c-s 
c 
c 
s 



Kentucky C 
Louisiana C 
Massachusetts S 



15 



7 
5 
2 
5 

7e 

2 
25 

2h^ 



LAV 



5 to 15C LAV 



LAV 
EAV 

UiV 
Mvd 

EAV 

MV 

LAV 

EAV 



jRemarks 



^In no case to exceed 10% 
of EAV. 

^By permission of State 
Board of Education, limit 
may be raised to not exceed 
13% of total assessed 
valuation. 

^5% for elementary, high 
school and community college 
districts; 10% for unified 
districts not maintaining 
a community college; 15% for 
unified districts with a 
community college. 



^By judicial interpretation. 

^10% for common school dis- 
tricts in counties with popu- 
lation of 125,000 to 200,000. 



^Debt incurred for certain 
purposes is expected, in 
some cases with separate 
rate limits. 



Michigan 



15 



EAV 
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TABLE D-4 - Continued 



State 


Citation 


Rate 
Percent 


Limit 
Applied 
against 


Remarks 


Minnesota 


S 


10 


MV8 


gWhere at least 20% of the 
local tax base consists of 
railroad property (which is 
exempt from local taxation) 
special privisions apply. 


Mississippi 


S 


15 


LAV 




Missouri 


c-s 


10 


EAV 




Montana 


c 


5 


EAV 




Nevada 


s 


15 


LAV 




New .Hampshire 


s 


7h 


EAV 


^^10% for cooperative school 
districts. 


New Jersey 


s 




EAV 


^8% in cities of first class 
with population over 350,000 


New Mexico 


c 


6 


LAV 




New York 


c-s 


5 to lOj 


MV 


^5% for school districts in 
cities under 125,000; 10% 
for noncity school districts 
with assessed valuation over 
$100,000. No limit for non- 
city school districts with 
assessed valuation under 
$100,000. 


North Dakota 


c 


5 


EAV 




Ohio 


s 


9k 


LAV 


^Subject to voter approval. 
Lower limits are set without 
voter approval. 


Oklahoma 


c-s 


5l 


LAV 


^Amount incurred in any year 



may not exceed revenue for 
the year> except by a 3/5 
majority vote. 
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TABLE D-4 - Continued 



State 



Oregon 



Rate Limit 
Citation Percent Applied 

against 



MV 



Pennsylvania 



15^ 



LAV 



South Carolina C 



80 



LAV 



Remarks 



^^^0-55% for grades 1-8: 0.75% 
for grades 9-12; 1.5% for 
community college or area 
education district. 

^Up to 5%, without referendum; 
any debt incurred beyond the 
5% limit, up to 15%, requires 
a simple majority approval 
of the electorate. 

owhere 2 or more municipali- 
ties or school districts 
overlap, aggregate limit is 
15%. 



South Dakota C 10 

'I xas S ^ lOP 



Utah 



4q 



EAV 
LAV 

MVr 



Washington 



lOS 



LAV 



PO.2% for junior college 
districts. 

QDebt incurred to any one 
^ ear may not exceed amount 
of taxes raised for the year 
without a simple majority 
approval of the electorate 
(property taxpayers). 
^By judicial interpretation. 

SDebt incurrence that would 
bring total above 1.5% sub- 
ject to approval by 60% 
majority vote, but in no case 
may it exceed 5%. However, 
a constitutional amendment 
authorizes an additional 5% 
for "capital outlcy-.*' 



West Virginia C-S 



LAV 
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TABLE D-4 - Continued 



State 



Wisconsin 



Rate Limit 
Citation Percent Applied 

against 



C-S 



EAV 



Remarks 

^10 percent for school dis- 
tricts offering no less than 
grades 1-12 and which are 
eligible for highest level 
of State aid ("integrated" 
districts) • 



Wyoming 



10 



EA 



Source: ACIR, State-Local Finances: Significant Features and 
Suggested Legislation, 1972 edition, pp. 150-159. 
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APPENDIX E 

ECS QUESTIOUNAIRE USED IN COLLECTION OF INFORMATION 
FOR THIS RESEARCH BRIEF 

Please give answers for the situation now in effect. 
If major changes are anticipated shortly, we would 
appreciate your noting them. Check as many answers 
as apply. 



I 



ERLC 



6. 



How are local assessors chosen? 



(elected) 



(appointed) 
Not civil service 
or merit system 



(merit system or 
civil service) 



If applicable .how are state assessors chosen? 



(elected) (appointed) (merit system or 

Not civil service civil service) 

or merit system 

Which localities have assessors? — 



(city) (town) (village ) (township) 

(county) (multi-county) (school district) 

(other) 

How many localities have assessors? 
(number) 

Has your state recently consolidated the number of 
local assessors? 

(yes) (no) 

How long is a local assessor's term of office? 



(years) 

Are assessors required to be certified to hold office? 

(yes) (no) 
a. If yes, who provides the required certification? 



(state) 



(locality) 



(professional orgainzation) 



(other) 
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b» If certification is not required, is it 

available through (check as many as apply) 



(state) (locality) 

(professional organization) (other) 

8. Is assessor training required either before or after 
taking office? 

~(yes) (no) 

a. If yes, who provides the training? 

(state) (locality) 

(professional organization) (other) 

9. Are tax maps requi.-ed by State Statute or State 
Administrative Law? 



(yes) (no) 
a. If yes, are minimum map standards required? 

iyes) (no) 
b» Is air photography used in mapping? 



(yes) (no) ' (yes in 

some locati ons ) 

10* Who appraises complex properties (e*g*, factories. 
Utilities, large commercial buildings)? 

("local assessors.) (state assessors) 

(other) 

11. Does the state conduct ratio studies? 
(yes) (no) 

a. If yes, are studies published and available 
for taxpayers? 

(yes) (no) 

b. If yes, how often are studies made? 

(years) 



ERLC 
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12* Does the state publish a uniform assessment manual? 
(yes) (no) 
a. If yes, are assessors required to use the manual? 

(yes) (no) - - 

13. Are regular assessments of all exempt property 
carried out? 

(yes) (no) 

a. If yes, are the results published and available to 

the taxpayer? 

(yes) (no) 

14. Can your state property tax agency order reassessment 
of local property? 

(yes) (no) 

15. Can your state property tax agency discover and cause 
to be assessed property omitted from local assessment? 

(yes) (no)~ 

16. Is state financial aid available for updating local 
assessment practices? 

vyes) (no) 

17. Does your state currently levy a state prc^erty tax? 



(yes) (no) 



Respondent (please print) Title State 

RETURN TO 

Department of Research and Information Services 
EDT^''\TION COmiSSION OF THE STATES 
1860 Lincoln, #300 
Denver, Colorado 80203 



AS: ja 
10/3/72 



ERLC 
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